SADDLEBACK, INC
Response to LURC Completeness Checklist
February 21, 2007

The following information is a response from Saddleback, Inc. regarding the Land
Use Regulation Commission’s document entitled Saddleback Mountain,
Completeness Checklist to Accept for Processing, Petition for Rezoning
and Amended Preliminary Development Plan (ver. 7/3/2006).

The text in italics was taken from the above referenced document. The
applicant’s response follows in regular type.

2. Petition for Rezoning

Missing ltem:

Exhibit G: Documentation substantiating need, identifying need, and how
rezoning will satisfy need.

Response:

Saddleback has reached a point in its evolution as a major ski area where
additional trails, lifts, amenities, and lodging facilities are necessary to
attract a broader market and maintain a vibrant and economically feasible
ski area. While the Amended Plan lays out a blueprint for the next
decade, implicit in the plan is the need for flexibility to respond to changing
economic and demographic conditions, while still maintaining a high level
of environmental stewardship.

Saddleback is proposing to expand the D-PD to allow for the continued
development of a high quality, four-season resort in the Rangeley Lakes
Region. In the short term, the rezoning will allow for the expansion of ski
trails and lifts.

The need for the expansion and four-season operation of Saddleback Ski
Resort was identified in a 2003 report entitled A Framework for the
Community-Based Development of Saddleback Lake and Mountain
Preserve commissioned by the Rangeley Region Trail Partnership (a
group of civic-minded individuals and organizations in the Rangeley Lakes
area). The Eramework was the result of an intense brainstorming
workshop on May 9, 2003 with a number of individuals with expertise in
various aspects of ski area development and community design®. The
goal was to help the Rangeley community develop workable strategies
and a business plan for the possible purchase of Saddleback Ski Resort

! Workshop participants included Chris Brink, Ski Area Consultant; Terry DeWan, Landscape
Architect; Jon Edgerton, Engineer; Mike Finnegan, Maine State Housing Authority; Gore Flynn,
Financial Advisor; and Brian Kent, Land Use Planner.
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by the community as a four-season, multipurpose outdoor recreation
destination.

The Partnership had two primary goals:

* To maximize the conservation of the property’s natural resources
* To enhance the property’s economic potential, so as to contribute
to the regional economy.

The Framework planning was completed before the present owners
became interested in the property. However, it is informative to examine
the recommendations of this independent report in terms of the Berry’s
strategy for revitalizing the mountain.

The Framework offered a number of findings and strategies for
Saddleback, which are very consistent with the Applicant’s goals. Some
of the findings within the Framework include:

The economics of a successful recreational resort at Saddleback
Mountain will be driven by the downhill ski component.

- real estate is the economic engine that drives successful ski
resorts, not the skiing; real estate sales are inextricably tied to
the quality of the skiing, the resort, the number of “beds” on the
mountain, and the number of skiers served.

Essential components for success include:

- atleast 120,000 skier days, if not 160,000 (for comparison
Sunday River is currently doing 450,000 skier days and
Sugarloaf does 350,000);

- a critical mass of units (hotel/condo, etc.) is needed to support
the ski operation, and these units (1000) must feature ski-
in/ski-out capacity and great views;

- alodge/hotel in a village-like, walkable setting;

- amajor investment in mountain-side improvements (lifts, snow-
making, etc.) in the amount of at least $15 million.

All resort components can be concentrated, so most of the property
can be managed for timber and multi-use trails and a Saddleback
Lake canoe/kayak facility.
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Housing Need and Amenities

There is a high demand for additional residential units on the mountain.
The need for additional housing and additional ski-trails is a shared
dependency. The demand for more on-mountain housing is dependant on
the quality and variety of the ski experience. Additional housing provides
the critical mass that allows ticket prices to remain competitive, and
positions the Mountain to achieve the 180,000 skier days necessary to
support the economic feasibility of the resort into the future.

Attached in Exhibit G is a market projection report prepared by Foster
Chandler entitled Why Saddleback Needs On - Mountain Lodging

for the Ski Area to Become Profitable. Mr Chandler is a Marketing
Consultant for Saddleback Ski Resort and formerly a Senior Vice
President & Director of Marketing for 38 years for S-K-I Ltd, owner and
operator of Killington, Mount Snow, Pico and Haystack in Vermont;
Waterville Valley in New Hampshire, Sugarloaf USA in Maine, and Bear
Mountain in California.

Projections for Saddleback would have the ski area, excluding any real
estate development cash flows, achieve a break-even point at
approximately 180,000 skier days. That figure would also allow
Saddleback to maintain one of its primary goals of keeping the area
available to Maine residents at below market prices. In order to achieve
such increases, Saddleback will have to provide adequate on-mountain
accommodations for its guests. In order to achieve this objective, Mr.
Chandler estimates that Saddleback will need approximately 3,600 beds.
The rezoning request and Amended Plan address the critical bed shortage
at Saddleback in a strategic and realistic manner.

In addition, the proposed rezoning and modification of the Existing Plan
allows Saddleback to provide the core facilities (trails, lifts and
snowmaking) and amenities (cross-country skiing, swimming, tennis) that
the market demands of resort destinations.

Jobs and Economic Expansion

Additionally, there is a need for jobs and economic expansion within the
region. Included in Exhibit G is a letter dated January 24, 2007 from
Gerard F. Dennison, Director of Regional Workforce Analysis, and Maine
Department of Labor. In this letter, Mr. Dennison concludes that:

“The proposed expansion plan would definitely increase employment
opportunities and spending in the area by local residents and tourists



SADDLEBACK, INC
Response to LURC Completeness Checklist
February 21, 2007

in the form of ski tickets, lodging, food, gas, etc. A new expanded
Saddleback Ski Area would have a positive spin off effect throughout
the local economy.”

Also within Exhibit G is a letter of support from Alison A. Hagerstrom,
Executive Director of the Greater Franklin Development Corporation,
dated January 29, 2007. Ms. Hagerstrom states that “Saddleback
Mountain is one of Franklin County’s greatest assets!” and goes onto cite
the Amended Plan as strengthening the tourism industry, the four-season
recreation needs of the region and State, as a benefit to the local
economy, employment and earnings benefits, and additional tax revenues.
The Saddleback’s ten-year plan will bring both year-round and seasonal
new jobs to the economy of the area.

What community/area is affected by the need the proposal would satisfy
and how would it be affected?

Response:

The communities affected by the proposed expansion plans are Sandy
River and Dallas Plantations, and more specifically the Town of Rangeley.
The implementation of Saddleback’s Amended Plan provides a critical
(and otherwise missing) element (downhill skiing) to the Rangeley region’s
ability to attract four-season tourists. The continued development and
success of Saddleback Mountain will have positive affects State-wide.
Refer to the letter within the attached Exhibit G dated January 29, 2007
from Alison A. Hagerstrom, Executive Director of the Greater Franklin
Development Corporation. Ms. Hagerstrom states that the development
of Saddleback’s ten-year plan will benefit not only the local Rangeley
economy, but Franklin County and the entire State of Maine.

Also refer to the letter dated January 24, 2007 from Gerard F. Dennison,
Director of Regional Workforce Analysis, Maine Department of Labor,
regarding “Possible Economic Impact of Proposed Saddleback Mountain’s
10-Year Expansion Plan.” Mr. Dennison cites the direct and indirect
positive economic impacts of Saddleback’s Amended Plan.

Additionally, there are several other letters within the attached Exhibit G,
which support of Saddleback’s Amended Plan. The letters range from the
Rangeley Lakes Chamber of Commerce, where the Chamber’s Board of
Directors states that they “wholeheartedly endorse Saddleback Maine’s
Ten-year Development Plan,” to letters from the cross country ski club, the
local grocery store, real estate and insurance businesses, the construction
industry and a local bicycle and ski shop. You will find that all these letters
shed a positive light on the economic benefits, creation of jobs, and the
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recreational benefits that Saddleback’s long range plans will bring not only
to the region but to the State of Maine.

Nature of development lacking in community/area, and how proposal
would provide that type of development?

Response:

The nature of the development is a four-season recreational facility with
the ability for extended on-site overnight accommodations. The primary
focus of the development is alpine and nordic skiing. This need was
identified in a 2003 report entitled A Framework for the Community-Based
Development of Saddleback Lake and Mountain Preserve.

The expansion of the ski facility and available accommodations in this
proposal will fill the stated need for extended on-site overnight
accommodations and improved alpine facilities. This project will achieve
success and fill the need if it is successful.

Essential components for success include:

- atleast 120,000 skier days, if not 160,000 (for comparison
Sunday River does 450,000 skier days and Sugarloaf does
350,000);

- a critical mass of units (hotel/condo, etc.) is needed to support
the ski operation, and these units (1000) must feature ski-
in/ski-out capacity and great views;

- alodge/hotel in a village-like, walkable setting;

- a major investment in mountain-side improvements (lifts, snow-
making, and other amenities).

Type and amount of demand that exists, what has caused this lack of
service/development, how proposal would satisfy that need.

Response:

There is a demand for skiing at Saddleback Mountain; however, to be
successful, the facilities must continue to be expanded and additional
amenities provided to satisfy customer expectations. There are only 344
beds on the Mountain. Marketing analysis indicates that the Mountain
should have 3,600 beds. This proposal is intended to meet that need
through a measured and achievable approach.

The proposed uses are compatible with and complimentary to the existing
and future development in the D-PD subdistrict. Proposed uses include:
ski lifts and trails, two new day lodges and associated parking, a new
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amenity center which includes a swimming pool, tennis courts, and a snow
tubing area. Additionally, a variety of housing accommodations are
proposed (such as condominiums, timeshare, single family homes, an inn,
employee housing, and a hotel).

Refer to earlier response above regarding the specific findings and
strategies within the 2003 report entitled A Framework for the Community-
Based Development of Saddleback Lake and Mountain Preserve
commissioned by the Rangeley Region Trail Partnership.

How proposal would benefit community/area to be affected.

Response:

The proposal will benefit the community and area by providing jobs,
housing accommodations, increased tourism and improved recreational
facilities at Saddleback Ski Resort. The increase in visitors will not only
support the success of the ski area, but also contribute to the success of
local businesses.

Refer to earlier responses above and to letters of support within Exhibit G
for a more detailed presentation on these topics.

Required Submittal:

Submit detailed discussion explaining what need there is for the
expansion by the local and/or regional community, or the state.
Thoroughly address the questions above.

Response:
Refer to specific responses to questions above.

Submit market analysis for development beyond timeshares (single family
homes, hotel and inn, RV park, etc.)

Response:

Saddleback Inc. believes there is a very strong market for all of the
proposed improvements in the Amended Plan. The growth that other
major Maine ski resorts have experienced in the last several years is proof
that there is a strong market for a four-season resort designed around
alpine skiing.

Attached in Exhibit G is a letter dated January 20, 2007, from Ambassador
Richard N. Swett, Swett Associates, Inc. that summarizes Saddleback’s
pro forma. Ambassador Swett states that the “Petition for Rezoning and
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the Amended Preliminary Development Plan reflects an acceptable rate of
return to ensure modest profits for Saddleback, Inc.” Swett Associates
specialize in assisting clients with developing business strategies including
government relations, media/public relations, network expansion, business
development, strategic communications, finance consultation, funding
equity and working capital, and project management.



